
HORIZON PRINCLTON BANK 
Post Office Box 416 
Fords. New jersey 08863 
a o i ; 634-7300 , 

PECOSDAT 

OCT 311986- i^ '^ t r::: 

fNTEffSTpF COM.f/^R->: CilV..V|iS::Q-' 

October 24, 198̂ j|j|| ..̂ ^ 

Interstate Commerce Commission F*t f -f^' ^ ^ 
12th Street & Constitution Avenue N.W. '""•'L̂  
Washington, DC 20423 rtf* ur kt 
Att: Ms. Mildred Lee, Room 2303 ^ • wasMngteji. B. C 

Dear Ms. Lee: 

Enclosed please find the following documents with regard 
to a $125,000 loan by Princeton Bank to Eastern Railway 
Supplies, Inc. dated October 22, 1986: 

1) One original promissory note and security 
agreement. 

2) One copy of promissory note and security 
agreement. 

3) Princeton Bank Treasurers check for $10.00. 

Please record our security interest in the applicable self 
propelled railroad cranes. I would greatly appreciate it 
if you would acknowledge your receipt of the documentation-
by signing and returning the enclosed copy of this letter,' . 
in our stamped, self-addressed envelope. 

In addition, would you be so kind as to forward a list of 
those liens which Princeton Bank currently has in place 
with the I.C.C. 

Sincerely, 

Brooks W. Thropp 
Assistant Treasurer 

BWT/su 
/ 
/ 
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I R, n Q ") SECURITY AGREEMENT 
\ D VJ ^ »J ^ ^̂ ^ ^ ?:,:;v.i: (Invtntory To B* UsMd) 

RECORDATO»'''̂  

OCT 3 1 1986 "iz- - '̂  ' '.̂ H,s AGREEMENT made this 2 2 n d ^.y of OCtober 

PRINCETON 
BANK 

.19 86 

Ea I n c . 
tNamcs of all Debtors) 

»« 1005 Indian Church Road Wes-t S e n e c a New Yorlc JA22A. 
(Street and Numbe') (City) (County) (Slate) (Zip Code) 

Corp 
(corpoWK 

o r a t i o n 
(corpowion.'pannerstiip/propnetorBhip] 

organized an(] existing under the laws of ttte State of New York 

(tierein whether one or more persor>s, jointly and severally obligated and called "Debtor"), and PRINCETON BANK, a banking association with an office at 76 Nassau Street. 
Princeton. New Jersey 08542 (herein called "Banic"). the address at which information concerning Banlc's security interests hereunder may be obtained. 

1. THE COLLATERAL 
FOR VALUE RECEIVED AND IN CONSIDERATION OF $1.00, THE RECEIPT OF 

WHICH IS HEREBY ACKNOWLEDGED, as security for the prompt payment and 
performance of all Obligations (as defined in Paragraph 2 below). Debtor hereby 
grants and conveys to Bank a continuing secunty interest in and hen upon 

1 1 All of Debtors Inventory, as that term is now or hereafter defined in the 
New Jersey Uniform Commercial Code, N J.S.A 12A.1-101 et seq. (called 
the "UCC"). which is now or hereafter owned or possessed by Debtor and 
which IS purchased or f o be purchased by Debtor with thie proceeds of loans 
from Bank for the purpose of being leased to customers of Debtor in the 
normal course of Debtor's business and which Inventory is more particularly 
descnbed on a "Schedule (or Schedules) of Inventory' which is now or later 
appended hereto as Exhibit(s) "A", and which includes Inventory which 
Debtor has so leased. Inventory returned to Debtor or repossessed tiy 
Debtor following a lease thereof by Debtor, and Documents of Title (as that 
term is defined m the UCC) or Certificates of Title or Origin and the 
Inventory represented theretiy. 

1 2 All Accounts Chattel Paper. Contract Rights and Instruments (as those 
terms are defined in the UCC), now owned or hereafter acquired by Debtor, 
whether now existing or hiereatter arising which result from the lease, rental, 
or sale of Inventory, all guaranties, sureties and endorsements thereof: all 
security or collateral held or taken by Debtor to secure the payment and/or 
satisfaction of Accounts. Chattel Paper. Contracl Rights or Instruments, 
including any returned or repossessed Inventory, and all ol such Inventory 
surrendered to Debtor at the end of any lease or rental term. 

1.3. All rights in connection with the residual value of such Inventory which is 
leased, rented, sold, or otherwise disposed of, including but not limited to 
the proceeds of any third party's option to purchase such Inverrtory, arxl 

1 4 All property of Debtor or any of them which at any time Bank shall have in its 
possession, or which <s in transit to it, and any balance or stiaie belonging to 
Debtor or any of them of any deposit, agency, trust, escrow or other 
account or accounts wrth Bank and any other amounts which may be owing 
from time to time by Bank to Debtor or any ot ttiem, which lien and security 
interest shaM be independent of any nqhl of set off which Bank may have; 

including ail replacements and substitutions of all or any of ttie foregoing, as well as 
additions, equipment, accessions accessories, and parts and goods installed in, 
attached and/or added to the properly descnbed, all of Debtor's rights in lease, rental 
sale or consignment agreements and other agreements arising out of or relating to 
Debtor's lease, rental, sale or consignment or other disposition of ttie said property or 
any portion thereof, all insurance on any of such property and all proceeds of such 
msurance, and all cash and non-cash proceeds of all of the foregoing. All of the 
property descritied in this Paragraph 1 is hereinafter collectively called the 
"Collateral" 

3. OBLIGATIONS SECURED 
The Collateral secures alt of the following 

2 1 The liabilities of Debtor to Bank evidenced by one or more notes executed 
on or about the date hereof together with any interest ttiereon at the rates 
specified therein and any renewals, extensions, replacements or 
modifications thereof, and such oftier future loans and extensions of credit 
evidenced by one or more rwtes (all such notes, whether executed on or 
about the date hereof or in the future, are called the "Nole(s)") as DelMof may 
from time to time request upon the security ofthe Collateral and which Bank 
may elect to make. Such loans and extensions of credit may be made by 
Bank through the advance of funds, the purchase, acceptance or payment of 
drafts, or any other method ot extending credit and upon such terms and 
conditions as are agreed to by the parties from time lo lime When any loan 
or extension of credit is not evidenced by the Note(s). it shall tie evidenced 
by tfie Bank's books and records which, upon notice to Debtor thereof lo 
which no objection is made within five (S) days, shall be deemed conclusive 
and irrebuttable evidence ttiereof, and the rate of interest thereon shall be 
the rate then charged by the Bank on the Note(s). 

2.2 Tfie liabilities of Debtor to Bank arising out of other and future loans and/or 
advances, if any. made by Bank to Debtor or any of them 

2.3 All other existing and future liabilities and obligations of Debtor or any of 
them to Bank, whether absolute or contingent, direct or indirect, of any 
nature whatsoever and out of whatever transactions ansing 

CLD-6 (10/84) 

2.4. Full and complete performance by Debtor of the Warranties, Represen
tations and Agreements herein set forth and all warranties, representations 
and agreements set forth in any documents executed and/or delivered in 
conjunction herewith 

2 5 Performance by Det>tor of all warranties, representations and agreements 
set forth in the Note(s). in the documents evidencing the liabilities specified 
in Subparagraphs 2 1 . , 2 2 and/or 2 3. above, and in any documents 
executed and/or delivered in conjunction with any of the foregoing. 

2 6 The cost of curing any Event of Default hereunder which Bank elects to cure. 
All of the foregoing iiabi lilies end obligations are hereinafter collectively referred to as 
the "Obligations". The security interests granted herein shall continue in lull force 
and effect until all of the Obligations have been satisfied in full 

3. WARRANTIES, REPRESENTATIONS AND AGREEMENTS 
To induce Bank to enter into this Agreement, Detitor warrants, represents and 

agrees and, until all tfie Obligations have been satisfied in full, continues to warrant, 
represent and agree as follows-

3 1 Debtor will execute immediataly upon Bank's request such UCC financing 
statements, lease assignment forms, lessee notifications, Account Debtor 
(which IS herein defined as any and all persons obligated as makers, 
endorsers, guarantors or sureties on any Account. Contract Right. Chattel 
Paper or Instrument) notifications and other documents as are deemed 
necessary or desirable in Bank's sole judgment to perfect and maintain 
perfected the liens and security interests granted herein Debtor hereby 
appoints Bank, its officers, employees and agents, as Debtor's attorney-in-
fact, at Bank's option and at Debtor's expense, in Delitor's or Bank's name, to 
do all acts and things which Bank deems necessary or desirable to perfect 
and maintain perfected ttie liens and security interests created herein and to 
protect the Collateral 

3 2 If the Collateral includes any property for which a Document or Certificate of 
Title IS issuable. Debtor will submit to Bank an appropriate Document or 
Certificate of Title for such Collateral, within three (3) days after Debtor 
obtains possession of such Collateral and Debtor will cause a notation of the 
lien and security interest granted to Bank herein to be made and noted on 
such Document or Certificate of Title at Debtor's sole expense. If no such 
Document or Certificate of Title has been issued for such Collateral. Debtor 
will file ail documents necessary to obtain sucha Document or Certificate of 
Title within three |3) days of Debtor's obtaining possession ot such 
Collateral and will cause a notation of the lien and security interest of Bank 
granted herein to be noted thereon. 

3.3. If the Collateral or any part of the Collateral is purchased or lo be purchased 
by Debtor with the proceeds of any of the Obligations, Debtor will join with 
Bank in executing all notices and other documents necessary to enable 
Bank to obtain a Purchase Money Security Interest of first priority in such 
Collateral. 

3.4 The Debtor's pnncipal place of business and the place where Debtor keeps 
the Collateral and Its Books and Records (as defined in Subparagraph 3.5 
below) relating to its Inventory, Accounts. Contract Rights, Chattel Paper 
and Instruments is the address stated after the name of Debtor above or, if 
different, at: 

TCagj-OT-n P a i l w a y R n p p l i g g ^ I n C . 

c/o Adams and Becker 
112 E. 42nd St.. New York. NY 10168 

(other address in lull, including county and Stale) 
Debtor will immediately advise Bank in writing of any change in any of 
Debtor's place(s) of business, the opening of any new or additional place(s) 
of business, and the locations of all places wherein Detrtor keeps Debtor's 
Books and Records. 

3.5. Debtor shall keep complete and accurate Books and Records (as used 
herein, ttie term "Books and Records" shall tw defined to include all of 
Debtor's books of original and final entry including computer programs, 
software, stored material and data banks associated with or arising out o l 
Debtor's business, operatkins and/or record keeping} and make all 
necessary entries therein to reflect the transactions and tacts giving rise to 



its Ictventory, Accounts, Contract Rights, Chattel Paper and Instrumentsand 
•II payments, credits and adiustments applicable thereto Debtor agrees to 

' mark Its Books and Records tn such fashion as to indicate the security 
interests granted to Bank herein. Debtor stwll permit Bank. Its officers, 
employees and agents, to have access to all of Debtor's Books and Records 
and any oltier records pertaining to Debtor's business which Bank may 
request and shall cause all persons including computer service bureaus, 
bookkeepingservices, accountants and the like, to make all such Books and 
Records ip tlieir jxwsession available to Bank, its officers, employees and 
agents ana. It deemed necessary by Bank in Bank's sole discretion, permit 
Bank, Its dUiceff, employees and agents, to remove the Books and Records 
from Debtor's place of business or any other place where they may be found 
tor the purposes of examining, auditing and/or reproducing the same. Any 
of Debtor's Books and Records so removed tty Bank stiall be returned to 
Debtor by Bank when Bank shall have completed its examination, audit 
and/or reproduction thereof. Bank's riglit to take possession of Debtor's 
Books and Records pertaining to Debtor's Inventory. Accounts. Contract 
Rights. Chattel Paper and instruments shall be enforceable at law by action 
ot replevin or t>y any other appropriate remedy at law or in equity 

3.6. II any of Debtor's Accounts or Contract Rights arises out of a contract with 
the United States or any department, agency or instrumentality thereof. 
Debtor will immediately notify Bank thereof in writing and execute any and 
all Instruments and take any and all steps required by Bank, m Bank's sole 
discretion, in order that the secunty interests of Bank hereunder in Debtor's 
Contract Rights under such contract and in all Accountsarising thereunder, 
and in the proceeds thereof, shall be protected under the provisions of the 
Federal Assignment of Claims Act 

3.7. If any of the Debtor's Accounts or Contract Rights is or becomes evidenced 
t>y a promissory note, trade acceptance or any other negotiable or non-
negotiable instrument for the paymeni of money, Debtor will promptly 
deliver such instrument to Bank appropriately endorsed to Bank's order 
Regardless of the form of such endorsement, Debtor Iiereby waives 
presentment, demand, dishonor, notice of dishonor, protest and notice of 
protest and all other notices with respect thereto. 

3.6. Bank shall have the right at any time, whether prior to, upon or after the 
occurrence of any Event of Default, to take possession of Detrtor's Inventory 
and Debtor tieretiy irrevocably assigns to Bank its right of stoppage in transit 
with respect to any I nventoiy. which right shall be paramount to Debtor's. All 
costs of transportation, packing, storage and insurance ot any Inventory that 
Bank may take into its possession shall tie promptly repaid to Bank by 
Debtor on demand, together with interest thereon at the highest rate of 
inierest being charged to Debtor by Bank on any of the Obligations at the 
time of advancement of such costs by Bank. 

3.9 DetMor shall immediately notify Bank of any event causing deterioration. 
loss or depreciation in value ot any of Debtor's inventory and ttie amount of 
auch loss or depreciation. Debtor shall permit Bank, its officers, employees 
and agents, to tiave access to its Inventory at any time and from time lo time, 
as and when requested t>y Bank, for the purposes of examination, inspection 
and appraisal thereof and verification of Det>tor's Books and Records 
pertaining thereto. 

3.10. If any of Debtor's Inventory or any of its Books and Records concerning its 
Inventory. Chattel Paper, Contract Rights, Accounts or Instruments are at 
any time to be located on premises leased by Detstor or on premises owned 
by Debtor subiect to a mortgage or other lien. Debtor shall obtain and deliver 
or cause to be delivered to Bank, prior to delivery of any Inventory or Books 
and Records concerning Inventory, Chattel Paper. Contract Rights. 
Accounts or Instruments to said premises, an agreement, in form and 
substance satisfactory to Bank, waiving tlie landlord's, mortgagee's or 
lienholder's nghts to enforce any claimagainst Debtor for monies due under 
ttie landtord's lien, mortgagee's mortgage, or other lien by levy of distraint, 
or other similar proceeding against the Collateral or Debtor's Books and 
Records and assuring Bank's ability to have access to Ihe Collateral and 
Debtor's Books and Records in order to exercise Bank's rights to take 
possession thereof and to remove tfiem from such premises. 

3.11. Debtor has or will acquire absolute good and marketable title to the 
Collateral tree and clear of all liens, encumbrances and security interests 
except the security Interests granted to Bank hereunder and other rights, if 
any, of Bank, and Debtor will defend the Collateral against the claims and 
demands of ail persons except Bank. All Chattel Paper. Contract Rights, 
Accounts and Instruments included in the Collateral arose in the ordinary 
course of Debtor's business and are not subject to any defense, set-oft or 
counterclaim Debtor will promptly notify Bank in writing if tliere is any 
change in the status or physical condition of any Collateral or in theability or 
willingness ol any Account Debtor to pay or preserve the Collateral, or if any 
defense, set-off or counterclaim is asserted by any Account Debtor, or if any 
Collateral is returned by an Account Debtor to Debtor for any reason Debtor 
agrees not to return any Inventory to tlie supplier thereof witfiout obtaining 
Bank's prior written consent 

3.12. Debtorwill, at its sole cost and expense, preserve the Collateral and Debtor's 
rights against Account Debtors free and clear of all liens and encumbrances 
except those created pursuant hereto Debtor will not grant to anyone other 
ttian Bank any lien upon or secunty interest in ttie Collateral nor allow any 
person other than Bank to obtain a lien or levy upon the Collateral and at 
Debtor's sole expense Debtor will keep the Collateral in good condition and 
repair at ail times. 

3.13. Debtor will keep itself and the Collateral insured against alt hazards in such 
amounts and 1 ^ such insurers as are satisfactory to Bank, wrth insurance 
policies which provide for at least ten (10) days' prior notice lo Bank o l any 
cancellation or reduction in coverage Dei>1or will cauae Bank's secunly 
interests to be endorsed on all policies of insurance thereon in such manner 

that all payments for losses will be paid toBank as loss payeeand will furnish 
Bank with evidence of such insurance and endorsements Debtor will keep 
such insurance in lul l force and effect at all times in ttie event ttiat Debtor 
(ails lo pay any auch insurance premiums when due. Bank may. but is not 
required to, pay such premiums and add the costs thereof to the amounts 
due Bank by Debtor under the Obligations. Debtor hereby agrees to pay 
such premiums to Bank with interest at the highest rate of interest being 
charged to Debtor t>y Bank on any of the Obligations at Ihe time o l paymeni 
of such premiums by Bank Debtor hereby assigns to Bank any returned or 
unearned premiums which may lie due upon cancellation of any such 
policies for any reason whatsoever and directs the insurers to pay Bank any 
amounts so due 

3.14. Detnor will permit Bank to inspect and audit the Collateral at any time and 
from time to time and Debtor will pay the expenses of. and reasonable fees 
for. such inspections and audits upon Bank's request 

315 Debtor warrants that the Collateral is and will be used for the sole purposeof 
conducting Debtor's business 

316 Debtor is duly organized, validly existing and in good standing under tlie 
laws of ttie State shown above, has the power and authority to make and 
perlorm this Agreemenl. and is duly qualified in all jurisdictions in which it 
conducts business or where such qualification Is required. The execution, 
delivery and performance of this Agreement, the Note(s), and all other 
documents required hereunder or delivered in conjunction herewith have 
been duly authorized by all requisite corporate or partnership action and will 
not violate any provision of lew or regulation, or of the Articles of 
Incorporation, By-Laws or Partnership Agreement of Debtor, or any 
agreement, indenture or instrument to which Debtor is a party. This 
Agreement, the Note(s). and atl documents evidencing the Obligations 
hereunder, arising herefrom or related hereto, when executed and delivered 
by Debtor will be legal, valid and binding obligations ol Debtor, enforceable 
against Debtor in accordance with their respective terms. 

3 17. No Event of Default (as Ihis term is defined in Paragraph 9 below) has 
occurred and no event has occurred which, with the passage of lime, could 
tie an Event of Default hereunder. 

3.16 There are no suits at law on in equity or proceedings before sny govern
mental instrumentality now pending or, to the knowledge of Debtor, 
threatened against Debtor or any surety, guarantor or endorser of the 
Obligations, Ihe adverse result of which would in any matenal respect aflect 
the property, finances or operations of Debtor, or such surety, guarantor or 
endorser, or their ability to pay ttie Obligations Debtor hereby agrees to 
promptly notify Bank in the event any suit, proceeding or investigation is 
instituled or threatened against Debtor or any surety, guarantor or endorser 
ol Ihe Obligations which would in any material respect aifecl the property, 
operations or finances ol Debtor or such surety, guarantor or endorser 

3.19. At such intervals as Bank may require. Debtor shall submit to Bank (i) 
financial statements, and (ii) a schedule. In form and detail salisfactory to 
Bank, reflechng the names and addresses of all of Debtor's lessees, renters, 
and of all Account Debtors, together with the amounts due under all of its 
outstanding leases, rental agreements. Accounts, Chattel Paper, Contract 
Rights and Instruments Bank may also require Debtor to submit to Bank 
copies of all invoices pertaining to any or ail of such leases, rental 
agreements. Accounts, Chattel Paper, Contract Rights and Instruments, 
with evidence of the delivery ofthe goods, ttie sale, rental or leasing of which 
tiave given nse to such amounts due Debtor hereby agrees to notify all such 
lessees, renters and Account Debtors, at Bank's request, to pay to Bank 
directly all outstanding amounts due 

4. LEASE, SALE OR LOSS OF INVENTORY 
4 1 Debtorwill holdttielnventoryforthesolepurposesofleasingorrentingthe 

Inventory in the ordinary course of Debtor's business and selling such 
Inventory at or prior to Ihe termination of such lease or rental agreements 

4 2 Uponthe sale of Inventory, whether at or prior to termination of the lease, for 
cash or any cash equiv.lent, unless otherwise agreed in writing by Bank, 
Debtorwill immediately reduce the Obligations to Bank by an amount equal 
to the greater of Debtor's (a) actual cost, (b) replacement cost, or (c) the sale 
proceeds ot the Inventory so sold 

4 3 Immediately upon the loss, damage or destruction of any of the inventory. 
Debtor will deliver to Bank an amount equal to the greater of Debtor's fa) 
aciual cost, (b) replacement cost, or (c) ttie sale proceeds of the Inventory so 
tost, damaged or destroyed, less the amount of any insurance proceeds 
thereon collected and retained by Bank 

4 4. Immediately upon the sale or. with Bank's prior wntten consent, the return of 
Inventory to a trade suppher, whether for cash or credit, unless Bank 
otherwise agrees in writing. Debtor will either (a) reduce the Obligations to 
Bank by an amount equal to the greater of (i) the actual value of such 
Inventory, or (ii) the sale proceeds or amount of credit oi the Inventory so 
sold or returned, or (b) obtain a replacement item of Inventory of equal or 
greater value which shall be subiect to the liens and security interests 
created hereunder 

4.5. If any Account Debtor has been in default for more than ninety (90) days or 
the Account, Chattel Paper, Contract Right or Instrument evidencing Ihe 
obligation of an Account Debtor is terminated. Debtor will immediately pay 
to Bank an amount equal to the greater of |i) the actual value of such 
Inventory, or (ii) the sale proceeds or amount of credit of the Inventory so 
sold or returned. 



5. mOEMNIFICATION 
5 1 Debtoi- agrees lo comply with all requirements of the Federal Truth In 

Leasing Act and Regulation M of the Board of Governors of tlie Federal 
Reserve System drawn pursuant thereto. Trade Regulation Rules of Ihe 
Federal Trade Commission, the Federal Fair Debt Collection Practices and 
Fair Credit Reporting Acts, the Pennsylvania Unfair Trade Practices and 
Consumer Protection Law, and all other applicable Stale. Federal and local 
laws, rules, regulations and ordinances regulating the sale or lease of 
Inventory by Debtor and at all times lo carry on its business in a lawful 
manner 

5 2. Debtor hereby agrees to indemnify, defend and hold Bank harmless from 
and against all liability and claims asserted against Bank by any person in 
connection wilh: (a) all Accounts. Chattel Paper, Contract Rights and 
Instruments which result from the lease, rental or sale o i Inventory: (b) any 
alleged violation of any law. rule, regulation or ordinance by Debtor or Bank 
in connection with this Agreement or any other agreement lietween Debtor 
and Bank, (c) any personal injury or damage to property suffered or alleged 
to have been suffered by any person in connection with the lease, use. 
possession, ownership and/or disposition ol any Inventory, or (d) any claim 
by any person arising out of Debtor's breach of warranty or failure loperf orm 
any of Debtor's obligations under any agreement with regard to the lease, 
rental, sale or other disposilion of Inventory 

5.3. Debtor further agrees to reimlxirse Bank for all counsel fees and costs, 
including court costs, expended by Bank in connection with the foregoing 
indemnification agreement. 

5 4 The provisions of this Paragraph 5 shall survive termination of this 
Agreement 

hereby ratifies all that Bank may do by virtue hereof and agrees that its 
liability to pay the Obligaiions shall not be affected thereby, except to the 
extent that Bank receives payment tlierefore. Bank may. at any time and 
from time to time, without notice to Debtor, notify any Account Debtor that 
the Account paysble by such Account Debtor has been assigned to Bank 
and a to be paid directly and solely to Bank At Bank's request, Debtor shall 
promptly notify all Account Debtors and shall indicate on all billings and 
statements to Account Debtors that payments thereon are to be made solely 
to Bank. 

8.2. Bank may at any time require Det>tor to deliver to Bank, within twenty-four 
hours of the receipt thereof by Debtor in the form received, all proceeds in 
the form of cash, checks, drafts, notes, money orders or other remittances 
received in payment of or on account of any of Debtor's Accounts which, 
upon collection by Bank, shall be applied to reduce the Obligations in such 
order as Bank, in its sole discretion, deems appropriate. Prior to such 
delivery Debtor will not commingle any such proceeds with any of Debtor's 
funds or property, but will hold such proceeds separate and apart UPON AN 
EXPRESS TRUST for the sole benefit of Bank. All proceeds other than cash 
shall be deposited with Bank in precisely the form in which received, except 
for the addition thereto o i the endorsement of Detitor when necessary to 
permit collection of Instruments, which endorsement Debtor agrees to 
supply promptly 

6.3. Without the express pnor. written consent of Bank, Debtor shall not 
compromise, discharge, extend the time for payment of or otherwise grant 
any indulgence or allowance with respect to any Account. 

8.4 Bank may. at any time and from lime to time, send such venfication lorms. 
make such calls or otherwise contact Account Debtors aa are necessary or 
desirable, in Bank's sole discretion, to verity Accounts and the balances due 
on Accounts 

«. SiGNATORV AUTHORIZA-nON 
Debtor hereby appoints any employee, officer or agent of Bank as Det>tor's true 

and lawful attorney-in-fact, with power. 
6 1 To sign and endorse the name of Debtor upon any Note(s). security 

agreement. Schedule of Inventory. UCC Financing Statement and 
continuations ttiereof, and any other instrument or document required by 
Bank to perfect and continue perfected the liens and security interests 
granted to Bank hereunder or otherwise in connection with the Obligations 
and all other notes, ctiecks, drafts, money orders or other instruments of 
payment or regarding disposition or sale of any Collateral which come into 
possession of Bank, 

6.2. To sign and endorse the name of Debtor upon any invoices, freight or 
express bills, bills of lading, storage or warehouse receipts, drafts against or 
Instruments in payment by all Account Debtors, assignments, verifications 
and notices in connection with Accounts: 

6.3 To give written notices in connection with Accounts: 
6 4 To receive all mail addressed to Debtor, to open all such mail, and to 

endorse the name of Debtor upon any draft or check which may be payable 
to Debtor in payment of, arising from, or related lo ttie Collateral. 

6 5 To give wntten notice to such offices and officials ofthe United Slates Post 
Office to effect such change or changes of address so that all mail addressed 
to Debtor may tie delivered directly lo Bank (ail mail not related to the 
Obligations or the Collateral will be returned to Debtor), 

granting unto said attomey full power to do any and all things necessary to be done 
with respect lo ttie aliove as fully and effectively as Debtor might or couM do and 
hereby ratifying ail its said attorney shall lawfully do or cause to be done by virtue 
hereof. This power of attorney shall tie deemed to be coupled with an interest and 
irrevocable until all of Debtor's Obligations to Bank are paid or performed in full. 

7. INVENTORY RISKS 
Bank assumes no responsibility for the existence, character, quality, condition, 

value and/or delivery of any item of Inventory Debtor shall not lie relieved of any of 
the Obligations because any item of Inventory tails to conform to the manufacturer's, 
supplier's or Debtor's warranties or tiecause any itemof Inventory may be lost, stolen, 
destroyed or damaged Debtor will promptly notify Bank of the loss, theft or 
destruction of any item of Inventory 

8. COLLECTION OF ACCOUNTS 
8 1 Bank hereby authorizes Debtor to collect all Accounts from Account 

Debtors Proceeds of Accounts so collected by Debtor shall tie received and 
held by Debtor IN TRUST for Bank and shall, at Bank's discretion, tie 
deposited in a special "Clearance Account" maintained with Bank and over 
which Bank shall have the exclusive right of withdrawal. Periodically, at 
Bank's sole discretion, all or any part of the collected proceeds in such 
Clearance Account shall tie paid to Debtor or applied by Bank to reduce the 
Obligations in such order as Bank, in its sole discretion, shall deem 
appropriate The authority fiereby given to Debtor to collect tfie proceeds of 
Accounts in trust for Bank may be terminated tiy Bank al any time wrthin 
Bank's sole discretion. Bank shall have the right, but not the obligation, al 
any time and from time to lime, (a) to collect all or any part of Debtor's 
Accounts in Debtor's name, or in Bank's own name, as assignee liereunder: 
(b) to sell, assign, compromise, discharge or extend the time for payment of 
any Account, (c) to institute legal action lor the collection of any Account: 
and (d) to do all acts and things necessary or incidental ttiereto and Debtor 

9. EVENTS OF DEFAULT 
Each o i the following shall tie an "Event of Default" hereunder: 

9 1 Ttie failure of any Obligor at any time to observe or perform any of its 
warranties, representations or agreements contained in this Agreement, the 
Note(s) the Obligations, or any other document or Instrument related 
Ihereto or arising therefrom (Ihe term "Obligor," as used herein, shall 
include the Debtor and all other persons liable, either alisolutely or 
contingently, on the Obligations, including endorsers, sureties and 
guarantors) 

9 2. If any signature, statement, warranty, representation or covenant made by 
any Obligor herein, or heretofore or tiereafter, in any application, exhibit, 
statement, schedule, certificate or other document executed or delivered 
pursuant to or in connection with the Obligations, was or is materially 
incorrect, incomplete, false or misleading 

9 3 The failure of any Obligor to furnish promptly to Bank such fmancial or other 
information as Bank may reasonably request. 

9 4 The failure to paytheoutstanding balanceof theObligationsandall accrued 
interest thereon to Bank as and when due in accordance with the lerms and 
provisions of the Note(s}. or the non-payment when due of any amount 
payable on any of Obligor's Obligations to Bank 

9 5. The failure ot any Obligor to otiserve or perform any agreement of any 
nature wtiatsoever with Bank 

9 6 II any Obligor becomes insolvent or makes any assignment forthe benefit of 
creditors, or if any petition is filed by or against any Obligor under any 
provision of any law or statute alleging that such Obligor is insolvent or 
unable to pay debts as they mature 

9 7 The entry of any judgment or tax lien against any Obligor which remains 
unsatisfied for fifteen (15) days, or the issuing of any attachment or 
garnishment against any property of Obligor, or the appointment of any 
receiver, trustee, conservator or other court officer over theObligoror any of 
Obligor's property for any purpose, or the occurrence of any change in the 
financial condition of Otiligor, which, in the sole judgment of Bank, is 
materially adverse. 

9.8 Thp Collateral or any rights therein shall be subject to orthreatened with any 
judicial process, condemnation or forfeiture proceedings 

9.9 The dissolution, merger, consolidation or reorganization of any Obligor, if 
such Obligor is a partnership or corporation. 

910 The death of any Obligor who is a natural person or. if such Obligor is a 
partnership, the death ot any general partner 

9 11 A substantial change, as determined by Bank in its sole judgment, in the 
ownership, control or management of Obligor. 

9.12 Ttie borrowing of any money by Debtor from any source other than Bank, 
whether or not subordinate to this Agreement or the Note(s) executed in 
connection herewith, without Bank's prior written consent 

913 If. in Bank's sole reasonable judgemenL the value of the Collateral so 
substantially deteriorates or diminishes that Bank reasonably deems the 
Obligations to be inadequately secured and Obligor, within two (2) days of 
notice by Bank, neither (i) provides additional Collateral, nor (ii) reduces the 
amount of the Obligations, which action, in either of such events, is 
satisfactory lo Bank. 

10. BANK'S RIGHTS UPON DEFAULT 
Upon or after the occurrence of any Event of Default. Bank may d6 any or all ofthe 

lollowing, all of which rights and remedies shall be cumulative and any and all of 
which may lie exercised from time to time and as oiten as Bank shall deem necessary 
or desirable 



10.1. Exercise any or all rights, privileges and remedies available to Bank under 
this* Agreeipent, the Notels), snd ol a secured party under the UCC, 
Including those under any other applicable agreement with respect to any of 
the Collaieral then held for the Obligations, and to appty auch monies and 
the net proceeds oi the Collateral toany of theObligaiionsthendue Bank as 
provided bekiw. 

10.2. Require Debtor to assemble all or part o i the Collateral as Bank may in its 
sole discretion request or demand and make it available to Bank in a place to 

' lie deugnated t>y Bank which is reasonably convenient lo Bank and Debtor 
10.3. Notify OatMor's lessees, renters and/or Account Debtors to make all 

payments directly to Bank and lo surrender, at the termination of any such 
lease or rental agreement, the Inventory so leased or rented, or to pay the 
sale option pnce, if eny directly to Bank 

10.4 Upon five (5) days' prior written notice to Debtor, which notice Obligors 
acknowledge is sufficient, proper and commercially reasonable, sail, lease 
or otherwise dispose ot ttie Collateral, at any time and from time to time, in 
whole or in part, at public or private sale, without advertisement or notice of 
sale, all of which are hereby waived, and apply the proceeds of any such sale 
(a) first, to the expenses of Bank in preparing Ihe Collateral for sale, selling 
and ttie like, including, without limitation, reasonable attorneys' fees and 
expenses incurred by Bank (including lees and expenses o l any litigation 
incident to any of tlie foregoing), (b) second, to the complete satisfaction of 
• I I of the Obligations together with all interest accrued thereon; and (c) then, 
to pay any excess to Debtor Obligors hereby waive the tienefit of any 
marshalling statute or similar legal doctrine and agree that Bank may 
exercise its rights against the Collateral and apply the proceeds thereof to 
any oMhe Obligations in any order which Bank, in its sole discretion, deems 
appropriate. 

10.5 Declare the entire unpaid amount ol such of Ihe Obligations as are not tnen 
due and payable to tiecome immediately due and payable, wrthout notice lo 
or demand on any Obligor. 

106 Cure any delault in any reasonaliie manner and add the cost of sny such 
cure to the Obligations and accrue interest thereon at the rale then being 
charged by Bank lor kians and extensions o i credit hereunder 

10 7. Notwithstanding any outstanding commitment o l Bank to Debtor lo make 
additional and further loans or advances to Debtor, declare any such 
commitment null and void and of no force and effect, whatsoever. 

10.8. Retain all of Debtor's Books and Records 
The waiver of any Event of Default or Bank's failure to exercise any right or remedy 
hereunder shall not be deemed a waiver of any subsequent Event of Default or of the 
right to exercise that or any other right or remedy available to Bank 

11. MISCELLANEOUS 
The rights, remedies end privileges of Bank under this Agreement shall inure to 

the tienefit of its endorsers, successors and assigns forever. All representations, 
warranties and agreements ol Debtor contained in this Agreemenl are joint and 
several if Debtor is more than one person, and shall bind Debtor's personal 
representatives, heirs, successors and assigns end shall survive this Agreement If 
any provision ol this Agreement shall lor any reason be held to be invalid or 
unenforceable, such invalidity or unenforceability shall not elfectany other provision 
hereof but this Agreement shall be construed as if such invalid or unenforceable 
provision had never lieen contained herein This Agreemenl has been delivered to 
Bank in and shall be construed under the laws of the Slate of New Jersey 

IN WITNESS WHEREOF, the parties have hereunto caused this Agreement to be duly executed and sealed as of the day and year first above written 

PRINCETON BANK 

BY: . 5W 61 (SEAL) 

Brooks W. Thrcî '̂ , "Assistant Treasurer (Individual Debtor) 

(Individual Debtor) 
(SEAL) 

ATTEST: 

EASTERN RAILWAY SUPPLIES, INC. 
(Name of Corporate or Partnership Debtor) 

(for corporate Debtors only — to be signed by 
Secretary or Assistant Secretary) 

Michael M. Kolinsky, Sec./Trea. 

(SEAL) 

(SEAL) 

Roland G. 

(AFFIX CORPORATE SEAL HERE.) 
By. (SEAL) 

(Name and Title) 

Sworn To Before Me This 
of 1986. 

Day 


